Approved For Release 2005/04/2@{&:;@2%‘?DP78T02095R0008000200(58 / é c/{)

wx'w"J.."‘l?a
25X1‘
i
17 Novembor 1965
MEMORANDUM FOR: Mr. Williom Mazzoceo, Spocial Assictent, Fer East
Agency for International Davelopmant
Dopozrtuent of Btate
SUBJECT: South Vietnomese - Cambodlen Rice Traffic
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ATTACHMENT

South Vietnomese « Cawmbodien Rice Trafflc

Summary ond Conclugions

The Viet Cong are almost coupletely relisnt on internal supplies
of rice, and 1t 1s doubtful that they directly engoge in large-scale
rice smuggling to or from Cambodias. Recent charges by Prince
Sihanouk thet Cambodia was losing & significaent portion of its

‘rice crop through smuggling to South Vietnam appear to be ground=
less. Whlle small quantities of Cambodian rice are apparently
acquired by the Viet Cong for use in the rice deficlt area of South
Vietnam's central highlands, rice swuggling has not retarded
Cambodia's rice exports. On the contrary, there is substantial
evidence that Cembodie has bencfited from the smuggling of rice
to Cambodia from the Mckong delta. Rice trafflc in the delta
appears to be within the pattern of traditional smuggling ectivity
which, while utilized by the V¢, is not directly operated by them.

I. Viet Cong Regquirements and Internal Supplies

The annual rice consumption requirements of en estimated 100,000 '

to 120,000 full-time Communist military end political personnel is
egtimated at about 20,000 metric tons. Vc'rice fequirementa average
gbout 5,000 metric tons for each of South Vietnem's fouwr Corps ereas
but are reduced by an undstermined amount through Yiet Cong s0lf=-
produc‘cipn of corn and mwanioc, especially in the central highlands.
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mobility. Local guerrilla forces and the clvilian population under
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Viet Cong supply requirements, as opposed %o consumption requirae

ments, are ilncreased by the VC practice of fragmenting and dupli-

catlng food depots to avold deteotion mnd allovw greator 't.rbop

VG control are expacted to bae self=supporting and have not been known

to receive rice from VO political or militery echelons in South

Viotnam.

Internal supplies of rice in South Vietnam have bean sufficient
for Viet Cong necds except in the central highlends. In the Meckong
delta, the VC probably acquire at least 100,000 metric tons of rice
annuelly on the basis of the rice tax alone.® A slzeable rice
surplus is probably elso acquired in the VO controlled arcas of
the coastal lowlands of Central Vietnom. Only in the central highe
lands have there been persistent reports of VC shortages of rice. I -'
Consumption requirements in this area do not exceed 5,000 metric
tons; and self-production, toaxation, and seizwre appear to meet the i

bulk of VC needs in this area.

In sum, V¢ acquisition of rice through texation appears to
gonerate a sizeable surplus in the Mckong delts and the coastel low=
lends of central Vietnsm. The Viet Cong have apparently not solved
the logilstic problem of transferring these supplies Internally to

the food-deficlt central highlands. Although movements of rice from
/ .

¥ his estimote 1s based on & conservative 12 percent aversge tax
on the rice produced in axeas Lirmly under VO control.
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food-surplus to food-deficlt arcss have been wndortalon by the Viet
Cong, these supplies apparently have been inadequate for the Viet
Cong to elther ebandon their self—productioﬁ efforts or meet thelr
basle rice co‘nsumption requirements in the central highlends.
II. Cowbodio ag B Source of Rice

In a 2 November broadeast, Pri-nce Sihanouk re~iterated charges
that Cambodian rilce was being smuggled from the provinces of Kanpot,
Takeo, Kandal, and Prey Veng to South Vietnam (he says, "Cochinchina")
because of a higher price in South Vibtnwn and that, therefore,
Cambodia's exports were reduced. The ﬁrovinces that Sihanouk cites
are rice deficit exreas in Cambodie é.nd border on the rice surplus
Mokong delta in South Vietnam. Despite a wide variety of intelligence
information on smuggling on a 'widé variety of goods between Cambodia
and the Mekong dolta, rice traffic from Canmbodia to the Mekong delte
has not been yaported. Although it appears exceédingly unlikely that
any significant am;aunts .of Cambodiq.n rice have been shipped to the
Mekong delta, 1t is possible that very amall smounts have been smuggled
into the Plain of Reeds or other 5ordér areas in the Mekong delta wunder
V€ control. ‘ e

Sihenouk's claim that the rice price is higher in South Vietnam
appears to be generally false. With & black merket exchange rate of
ebout 2 plasters per riel, the Phnom Penh ﬁrice of 600 %o 800 riels _
rer 100 kilograws 1s almost ‘twlce the officlael. Seigon price of TOO
plasters per 100 kgs. In the Mekong ~d;;eq.tah the officlal rice price' .

closely reflects the actual selling pridé; and the price edvantage
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rests with Fhnom Penh. In the.contral highlands, on the other hand,
» prices of 2,000 plasters per 100 kgs. are common, and ahipments to
this arca from Canbodia would ba profitable.
There is no, information to substantlste Sihanoulc'a‘cha.rge that
Cambodla's exports of rice have suffered during 1965, Sihanoulk cit_es
the Tigwe of 400,000 metric tons for export, presunably referring
to 1965. With at lesst tvo, and possible three, months not re-
i flected in his data, it is possible that Canbodia will approach or
excead the record export of 488,000 metric tons reported in 1964,
This would be in spite of a T percent drop in prod;xction during the
crop year 1964-65,
| It 1s possible, however, that relatively smell amounts of
Caubodian rice have been smuggled across the éambodian border in
the central highlands. Mimot, Snoul, and Stung Treng are ‘the
Cambodlan citles most often cited as engaging in this traffic, and
1t appears likely that some rice is belng acquired by the V¢ in
this fashlion. On the basis of the relatively small neads of the
VC in this area, including stockplle requirements, this smuggling
would not have & significant impact on Cambodla's legltimate exports
i | of rlca.

III, Rice Smupeling from South Vietnam to Gambodia,

' There is considerable evidence thet South Vietnamese rice ig
being amuggled to Cambodia from the Mekong delta. ~ Rice deliveries
from the delta to Saigon exceeded 500,000 metric tons annually

on
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between 1959 and 1964, and reached a record high of 727,000 metric
tons in 1963. Total deliveries during 1965 are not expected to
exceed 400,000 metric to.no. The presence of Cambodlan goods, such
ag fish and livestock, and of Communist goods from Cmmbodia heve
been noted in volume in South Vietnam. The price advantege enjoyed
by Phanom Penh eppesrs to atiract significent quantities of South
Vietn_amése rice in exchange for Indigenous and imported Cambodlan
goods. ‘

There is little evidence to suggest that rice smuggling to
Canbodia 1s directly oporeted by the Viet Cong. Internal VC
loglstical needs would strongly milit;a.’ce against naaigning‘ a lexrge
number of personnel oi' sampans for the shipment of rice. VC trade
i “operations. between Canbodia énd the Mekoné delte have generally
relled on eatablished merchants and boat operaﬁox;a +0 handle trang=
actions in non-military goods. In ‘the case of rice, ricé collectors
and brokers are estebllshed, end norzﬁal;snmgling channels are
readlly wvailible. ' |
é It 1s impossible to estimate the quantity of rice being shipped
to- Cambodia; but the coincldence of booming Cambodian exports and
sagging delta deliveries to Salgon provides strong evidence that the
awount is signlficant. Lorge movements of delta rice are usua;ly

made by Junk or barge on the prineipal branches of the Mekong, and

this activity would require the collusion of national (customs, p’olide,
ete.) and provinciel government officials in both South Vietnam and

Caxbodia. N
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Coxpmmniot Foonomle snd Military Aidvio Morth Vietnom, 1055465

Tha exponsion of modern industry and treneportation in North Vietgen
and the equlpping and tralniog of {the military establishment have depended
heévil;gr ot :zﬁsistaz;ce provided by otk;w Cmm@iat cowmtries, primrily the
Soviet Union and Commmist China. North Vietnom hoo received roughly & billion
Jollnrs in Commmist econcuic ald, of which sluost 50 porcent wos pxovi&e& by
Comamist Chima end approximotely kﬁi;ercenx by the USSH. {Sce Table 1).
Produetion of milltery end items in North Vietnom is limlted to some small
oxduznee; hence North Vietnam hos deponded on the USSH and Cpinm for both
wilibary equipnent snd troining in modern veapens. While the total veluo of
nilitery asslstonce o Horth V:’;etnam ic udmoun, :‘.,ﬁ mast e well in excess of
100 million. Although deliverles of major military equipment fron both
Chiine ond fhe USER incressed rapidly in igéﬁ;ﬁﬁ, the most étfiking addition
o Forth Vietnaw's vespons sycensl was the introduc'bicm of Sovied suri‘ace-ta;
adr misslles in 1963 ;:va davelopﬂﬁnt\fhat put the USSR well ahead of Chins as
& purveyor of willtury aid. Indeedith@; groving intensity of the_ strugole
betveen China ond the USHR for iﬁfluenaa in Nowth Vigﬁnameae affuirs is
rovhere mive evident thon in the ﬁutuai recriminﬁtiong over ald o North
Victoanm's war effort.

Frow 1955 theough 19GL North Vietnom received more fhan $056 million
in Commnist economle ald, by fer the laréest pert of which served 4o Pinence

tho dnport of cepltel cquipnent for Hortl Vietnan'z loag=tern econonle
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developrent plans. Some 40O percent of this_aid, largely representing that
extended In 1955, was in the fo;m of grants. Since that time the bulk of
economle essistance has conslisted of long;term credits with low (generally
2 percent) interest rates. From 1955 through 196&@%?? foreign ald deliveries
accounted for alumost half of all North Vietnsmese imports from the Communist
ares, as shown in Table 2 by the luwport surplus sustained each year.
Commuist China provided $45T7 million, or 48 percent, of all Communist
economic aid extended to North Vietnam through 196%. Early Chinese aid
was ccncentréted on rehebilitating transport snd telecommunicetions
facilities, and in expending North Vietnam's light nuiustry - particularly
rice, sugay, textiles, and various consumer goods. Since 1959, ho;ever,
the Chinese have been engag;d primaril& In constructing several heavy
industrial projec%a, including the.iron and steel complex at Thal Nguyen
and & nugber of power planks and chemical factories.
Soviet ald hes cousistently been directed toward Noxrth Vietnam's
heavy industry, especlally miniﬂazmuuﬁhcturing;;and power. For the
1961:65 pe;iod the USSR undertook to sid in constructing elght power planta
with a totael capacity of around 200 megawatts, including the 1arée Thace Ba
hydroelectric plant; with a planng& cepacity of 120 megawatts. Coal mining
and a beginning machinae buiiding industry have also been the reciplents of

Soviet ald.

. ﬁt&ﬁ&t
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In 1965, following a two-year Jull in new aconamlc ald, North Vietnam
was extended assistance by every Soviet Bloc country except Czechoslovakia.
No information ls evailable on the yalue of the 1965 sgreements, but they
are believed %o involve much gmalley assistance thau the extensions of the
1959-61 perlod. The USSR extended the repayment period of sarlier credits,

- i WW%W%{%

[dect oriTn] North Vietnan's 1965 clesring debt, end extended
supplenentary ald largely to the agricultural and pover sectors., Chine
gigned two aid egreements, one jnavolving econonle and technical aid, and

a ' :
the othe::/loa.n agreement on which no details were given. Littls informe=-

tion ia availab;a on Eurcpean Satellite ald sgrecments in 1965, but thay

are believed to be of negligible significance.
Militapy Add

The Vietnsmese military establishment has relied primarily on Soviet

and Chinese assigtance for its hardware and training in modern weapons.

Aid from China and the USSR " 25X%1

has been supplemente& only. merginally by weapons captured from the French
befose=libe, by @ linlted range of small opdnance produced domestically,
and recently by token deliveries of small erms and ammmnition, trucks, and
spayre parts, from the Commuist gountries of Eastern Eurcpe.

In 1964 and 1965 the scale of militery ald incressed sharply, and the
USSR beceme by far the major eource of weapons to North Vietnam. During
these two years China supplied MIG 15/1T fighters, militery transport

plenes and large nunbers of military trucks, as well as providing edvisers

o
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and training programs to the North Vietnemese erry  In the same perlod the
Soviet Union supplied North vietnam with quipm&nt for at legst 15-20
surface-to~air misgile gltes; elght IL-28 jet boxbers, twelve or wore
-ﬁiﬂ—al and sbout 20 MIG 15/1T7 jet fighters; as well evs larga.numbars of
Zoviet wilitery speclallats.- Thig Soviet equipment ls worth sowe $100
willion and\has been supplemented by largs dalivéries of antl-aireraft
prblllery ané cother ﬁilitaryvaesociate& equipment and materlel. Apparent
Chinese resentment over being supplanted by the USER ws the leading source
of militery aid ls reflécted in recent Soviet cherges, that China hee been

ohstrueting the Soviet progrem of wilitary assistence to Nordh Vietnanm.
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Millfon 11 7

LB e o0 18w Lo e e 1963 196k 1965 1 "/

Commntet Cuton 200 =y = 1000 e 300 oo s
USSR ‘ 000 5 W8 207 25.0 20,0 39 ma.  siew e uu,;/ 3y
Europesn Satellites 50,2 8.3: T.0 - 2.5  Hegl.  £2.5 - - e ma o 1.
Teotal 350.2 15.8 18.8 20.7  127.5 200,00 2034 ( 2 a, - - Refl. 9504

a,  Ingignificent arounts of aid have Deeh exiemacd by Albanin, Mo y
L ar = 2 o Mongolia and Horth Korea.
b ff- 8ash {=e) indicates that no extensions are kuown 4o exi«.rg, although some nx:y have taken place
g. i;e'u aid inclur;.es a grant in July end 8 credit in December; valuss not availsble. ’
e: zix{ Ei.g. apiggnuéizai lgﬂ;gtrgafzﬁﬁm?ie a cz:ed{:‘:“r.iiza July, ard a geant and eredit in Decenber; values not eveilsble.
S e 2 vew asslstance excep’c Czechoslovakiag although values sye not available the eroumts sre believed
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b Commondel Comitries, 100064

Uillson U3 5

S50 a6 1962 1963 106%
* . % B
e Imerte *“““""ﬁ:‘%ﬂ‘me Brocts Imports Palonce Dyports Imworte Balunce Bports Irports Bolomes  Haports  Imvorts Be'n neg
SR o/ 231 2hk -L.3 25.7 M3 «15.6 32 BhT  e2hS 35.3 6.6 «21.3 P8 A7 o1k
- Epropecn - .. ) )

Batellites Q/ 21-9 2.0 10,2 15.7 2‘5-5 —9‘8 223 21.9 +0.k 19.0 52,0 «3.0 23,4 1.8 7.6

Jomm.hpt China

Co:r.musi;

cQanwies\é/ 24,6 : 24,9 20,0 51‘9' ':31.9 22.7 5.4 =32.T 25.0 &/ 53_,0 &/ =35.0
Potel = .6 175 W49 66.3 ¢/132.0 ¢f <657 1725 1255 w56.0 MO 10 wsTe0 005 af 1200 af _39@

;a’. i’é’l‘i’\ff&m irem trade stobistics published by tue brod 2 mu.,zer- ) :

< Buports are dopived &5 & residusl . Bxcapt for li‘-&_-m foports camob be derd 4 {rments ' -~
e}:duﬂec. fro; trede statistics in the émea and Sptellite hém‘“mc&is. Dots for 1;6&22 i;&i?élﬁél' because shigents of gools under grante-ta-old ere
Ce Bstimsted. )

d.  Preliminory cotimode.
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